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IN THE MATTER OF THE APPLICATION OF PIMA | DOCKET NO. W-02199A-11-0329
UTILITY COMPANY, AN ARIZONA
CORPORATION, FOR A DETERMINATION OF
THE FAIR VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS WATER
RATES AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER OF THE APPLICATION OF PIMA | DOCKET NO. SW-02199A-11-0330
UTILITY COMPANY, AN ARIZONA
CORPORATION, FOR A DETERMINATION OF
THE FAIR VALUE OF ITS UTILITY PLANT AND
PROPERTY AND FOR INCREASES IN ITS :
WASTEWATER RATES AND CHARGES FOR STAFF’S REPLY BRIEF
UTILITY SERVICE BASED THEREON,

The Utilities Division (“Staff”) of the Arizona Corporation Commission (“Commission”),
hereby files its Reply brief, in this matter in response to the arguments and assertions made in the
initial closing briefs of Pima Utility Company (“Pima” or “Company”) and the Residential Utility
Consumer Office (“RUCO”).

Staff has considered the information presented and the arguments made by the various parties
to this matter both at the hearing in this matter and in the initial post-hearing briefs. However, Staff
has not been persuaded that its findings and determinations were in error. Therefore, Staff continues
to maintain the positions taken and the recommendations made in its initial post-hearing brief.

L RATE BASE ISSUES.

A Pima’s Wastewater Treatment Facility Contains Excess Capacity.

The Company argues that because its service area is built out, with no growth opportunity,
there should be no concern about intergenerational inequities.' However, the evidence presented is at
odds with testimony of Company witness Ray Jones.

The Company relies on data and assumptions from 1994 to support its position that there is no

excess capacity in its Wastewater Treatment Facility (“WWTF”). According to Mr. Jones, in the

! Pima Br.at 7.
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service area, certain areas were planned for multi-family dwellings.? But the multi-family dwellings
were not built.> Mr. Jones acknowledged that the capacity added at the WWTF was slightly more
than the units that it ended up serving.* According to the exhibit to Mr. Jones rebuttal testimony,
Exhibit RLJ-RB3, the current units are 10,701 and the 1994 projected build out, which was the design
build out, was 11,237, a difference of 536 units.’ Testimony showed that during the test year, for
peak day flows, the Company treated 1,438,000 gallons in one day in January of the test year.® Thus,
fewer units being served combined with reduced flows has contributed to the excess capacity being
experienced at the Pima WWTF.

The Company states in its brief that it is neither fair nor reasonable to exclude plant from rate
base that it was required by the Arizona Department of Environmental Quality to build .” But as Staff
witness Marlin Scott, Jr. testified, there have been instances where a wastewater treatment facility
may have been permitted for one capacity and later that capacity went unused.® In those instances
Staff has recommended removal of the excess capacity.’

The evidence demonstrates that the available plant capacity in the Pima WWTF exceeds the
amount necessary to serve its existing customers. A utility “is entitled to a fair return on the fair value
of its properties devoted to the public use, no more and no less.”'® Where plant is not yet being used
for the benefit of ratepayers, the cost of the plant cannot be included in rate base.!! Staff’s

recommendations regarding the wastewater plant are reasonable and should be adopted.

2 Tr. Vol. I at 41:16-22.
3 Exh. A-2 at 6, Jones Rebut.
“Tr. Vol. I at 41:23-25.
S Exh. A-2 at 5, Jones Rebt.
S 1d.
TId. at9.
8 Tr. Vol. I1I at 422:8-17.
°Id.
19 driz. Corp. Comm’n v. Ariz. Water Co., 85 Ariz. 198, 203, 335 P.2d 412, 415 (1959).
Y Consol. Water Utils Ltd. v. Ariz. Corp. Comm’n, 178 Ariz. 478, 483, 875 P.2d 137, 142
(App.1993).
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IL INCOME STATEMENT/OPERATING EXPENSE ISSUES.

A. Pima’s Arguments in Support of an Income Tax Allowance Are Unpersuasive.

Pima’s arguments in support of an income tax allowance focus on two points. First, the lack
of an income tax allowance provides a disincentive for investment in utility infrastructure.'> And
lastly, because tax is generated from income generated in the operation of a utility, there should
recovery of an income tax allowance.'* These arguments are flawed, unpersuasive and lack support in
the record in this docket.

The evidence in this record and the recent history of utility acquisitions belies the Company’s
arguments that the lack of an income tax allowance for pass-through entities presents an impediment
to investment in infrastructure. In the last five years, there has been significant acquisition activity in
Arizona. EPCOR, USA acquired Arizona-American Water Company 2011 and Chaparral City Water
Company in 2010. Utilities Inc., acquired the stock of Perkins Mountain Water and Perkins Mountain
Sewer in 2007.

The Company’s own actions through its history contradict its argument. The Sun Lakes
development was commenced in the early 1970s by Sun Lakes Marketing, Ltd. (“SLM”). Pima and
SLM had a commonality of ownership.'” Pima did not need an income tax allowance as an incentive
to invest in infrastructure. Pima’s incentive was to provide water and wastewater service to its
affiliated development. At the time Pima was granted its certificate of convenience, and for a period
of time thereafter Pima switched back and forth between a C-Corp and an S-Corp. In 1972, the
Company was a C-Corp.'® In 1973, the Company elected to an S Corp.17 In 1979, the Company
converted back to a C-Corp.'® In 1986, perhaps to take advantage of a change in the Federal Tax

Code, Pima converted back to an S-Corp, its current corporate form.'

12 Exh. A-12 at 2-4.

14 14

15 Tr. Vol. 111 at 388:21-389:1; also see In the Matter of the Application of Pima Utility Co. for a
Permanent Increase In Its Sewer Rates, Dec. No. 62184 at 2 (Jan. 2000).

' Tr. Vol. III at 388.

Y 1d.

" Id. at 389

¥ 1a.
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If there needs to be an incentive to invest in Arizona, there are other tools in the
Commission’s tool box that can be used to encourage investment in infrastructure. An allowance for
an expense that the utility does not incur is not one of them.

The Company argues that its provision of utility service gives rise to a tax liability.2’ But it is
undisputed that Pima, as an S-Corp, incurs no tax liability and pays no income tax.”! The Company
asserts that because income arises from the operation of a utility, income tax liability is a cost of
service and should thus be allowed to recover the cost of that tax liability.23 However, the Company
conveniently ignores the fact that while a C-Corp might actually incur a verifiable amount of income
tax expense, the same cannot be said for a pass-through entity.** Pima, as the public service
corporation did not incur an income tax expense in the test year.”

Staff is neither trying to gain an unfair advantage nor evade the issue of income tax
allowance.?® Staff’s position has been the same for the last three years that this issue has surfaced;
there should be no income tax allowance for pass-through entities.”’

While Staff and RUCO are in agreement that because Pima does not incur an income tax
liability, it should not recover an income tax atllowance in rates, Staff disagrees with the conclusion
that should the Commission allow Pima to recover an income tax allowance, that recovery would not
result in the setting of just and reasonable rates and thus unconstitutional.

There is no disagreement that the Commission is constitutionally endowed with a very broad
power to prescribe rates. Article 15, Section 3, of the Arizona Constitution provides, in relevant part,
that the Commission “shall have full power to, and shall, prescribe just and reasonable classifications
to be used and just and reasonable rates and charges to be made and collected, by public service

corporations within the State for service rendered therein . . . .” In determining just and reasonable

20 Exh. S-10 at 9, Brown Surbt.

' 1d at 10.

2 Pima Br. at 25.

* Exh. S-10 at 9.

2 Id at 10.

26 Pima Br. at 31.

27 See Docket No. 08-0180 (Johnson Utilities); Docket No. 08-0406 (Sunrise Water Company);
Docket No. 08-0502 (Farmers Water) , Docket No. 09-0359 (Sahaurita Water Company).
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rates, the Commission has broad discretion, subject to the obligation to ascertain the fair value of the
utility’s property and to establish rates that “meet the overall operating costs of the utility and
produce a reasonable rate of return.”?

RUCO argues that setting rates based on an operating expense that does not exist will not
result in just and reasonable rates and is therefore unconstitutional.”’ Staff disagrees. The
Commission has the authority to impute equity and debt that does not exist as one of its tools in
setting rates. For example, the Commission has imputed a hypothetical capital structure in situations
where an imbalance in the capital structure has the potential to penalize rate payers, whether the
imbalance is the result of either too much debt or too much equity.*®

The court in Consolidated Water Utilities, LTD v Arizona Corp Com’n, while recognizing
that there were other jurisdictions which allowed income tax expenses for companies operating as an
S-Corp, found that the “decision to allow or disallow that tax expense is to be made by the
Commission, not the courts.” 31

A substantial portion of the Company’s requested rate relief is attributable to its request for an
income tax allowance - over fifty percent of the requested increase for its wastewater division and
thirty percent of the requested increase for its water division. The Commission's role is not only to set
rates so a utility has the opportunity to earn a fair return, but also to protect the consumers from
overreaching utilities.> In the instant case, the Company is overreaching. Pima not only requests an
overly generous salary allowance for Mr. Robson, but also an allowance for expenses it does not

incur - so that payment of the shareholders’ personal income taxes are borne by its ratepayers. Staff

recommends that there be no income tax expense allowance.

28 Scates v. Ariz. Corp. Comm’n, 118 Ariz. 531, 534, 578 P.2d 615 (App. 1978).
» RUCO Br. at 15.
30 See In the Matter of Southwest Gas Company, Dec. No. 64847 (imputed more equity into the
capital structure); See In the Matter of Gold Canyon Sewer Company, Dec. No. 70624 (imputed debt
into the capital structure).
31178 Ariz. 478, 484, 875 P.2d 137, 143 (1994).
32 Ariz. Corp. Comm'n v. State ex rel. Woods, 171 Ariz. 286, 290, 830 P.2d 807, 811 (1992).
5
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RESPECTFULLY SUBMITTED this day 26™ day of July, 2012.

Original and thirteen (13) copies
of the foregoing were filed this
26" day of July, 2012 with:

Docket Control

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

Copies of the foregoing were mailed
this 26" day of July, 2012 to:

Jay L. Shapiro

FENNEMORE CRAIG

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85012

Attorneys for Pima Utility Company

Daniel W. Pozefsky

Chief Counsel

RESIDENTIAL UTILITY CONSUMER
OFFICE

1110 W. Washington Street, Suite 220
Phoenix, AZ 85007
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Robin R”Mitchell, Staff Attorney
Scott M. Hesla, Staff Attorney
Legal Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

(602) 542-3402




ATTACHMENT



MARCIA WEEKS o v

CHAIRMAN g CO '(ED

KN OON

RENZ D. JENNINGS 0 |

COMMISSTONER e
DALE H. MORGAN N ®

COMMISSTONER
IN THE MATTER OF THE APPL1CATION ET NO. F-1009-86-216

OF CONSOLIDATED WATER UTILITIES, LTD.
PARKER SYSTEM, FOR AN INCREASE IN ITS
WATER RATES AND CHARGES FOR WATER
SERVICE IN ITS CERTIFICATED AREA IN
LA PAZ COUNTY, ARIZOHA.

IN THE MATTER OF THE APPLICATION OF
CONSOLIDATED WATER UTILITIES, LTD..
PALM SPRINGS SYSTEM, FOR A RATE
ADJUSTMENT FOR ITS WATER SERVICE IN
CERT1FICATED AREAS IN PINAL COUNTY,
ARIZONA,

DOCKET NO. E-1009-86-332

"
—
tn

IN THE MATTER OF THE APPLTCATION OF
CONSOL I DATED WATER UTILITIES, LTD.,
CIRCLE CITY SYSTEM, FOR AN INCREAZE
IN ITS WATER RATES AND CHARGES FOR
WATER SERVICE IN ITS CERTIFICATED
AREA IN MARICOPA COUNTY, ARIZONA.

DOCKET NO, E-1006-86-217

DECISION NO. 2"&”{:‘ 3?

OPINION AND ORDER

)
),
)
)
)
)
)
)
)
)
)
3
)
)
)
)
)
)
)

DATES OF HEARING: April 6, April 7, April 20, May 28, and May 29, 1987
PLACES OF HEARING: Parker and Phoenix, Arizona
HEARING OFFICER: Marc E. Stern

IN ATTENDANCE: Marcia Weeks, Chairman, Arizona Corporsation

Commission, Renz D. Jenninge, Commissioner, and Dale
H. Morgan, Commissicner;

APPEARANCES: EVANS, KITCHEL AND JENCKES, by Richard L. Sallquist,
onh behalf of Comsolidated Water Utilities, Ltd.:

Richard L. Taylor, Intervenor;

Steven J. Glaser, Staff Attorney, Legal Divisiom, o=m
behalf of the Arizona Corporation Commission Steff.
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; 1li Officer of the Commission. The hearing of April 7, 1987, was continued uwtil
L 2 April 20, 1987, with subsequent hesrings taking place on May 28 and 29, 19&.
} 3|t Besides the public comment which 'took place on April 6, in Parker, public
[E 4|l conment was also had from the Arizona Fire District Association Innorpcrctad'k
5| in rega’r_ds to the proposed Fire Hydrant Tariff in the Palms Springs ;
6| application. At the conclusion of a full public hearing, the matter was taken l;‘r
7l under advisement by the Presiding Officer pending submission of his 1
8§ Recommended Opinion and Order to the Commission.
9 | - DISCUSSION
10 With these applications, Consolidated is seeking rate relief for ite
11} three di;risions which are' known‘ as the Colorsdo Division aka Parker, Apache
12 F Junction Division aka Palm Springs, and Circle City Division.
: 13 To begin with, we have exemined the management contract between the three
% ' 14| systems en'tered into by Consolidated with an inter-related corporatiom,
; 15} Consolidated Utility Contracting, Imc. (7CUC®), which is controlled by
161 Consolidated and Consolidated's general partwers. It is noted thet the
17 || General Manager of Consolidatéd is the President of CUC. After examining the
i 181 contract berween (UC and Consblidated. it appears thet the apportionment of
' 191l services as described by Consolidated's Genéra.l Manager is in fact ressomnble
| :
_ 20 || ‘and CUC's charges for its services which are furnished to Comsolidated for the
’ 21|l day to day operations of Consolidated's water utilities are not out of line ;
A 22|l for this service. This fact was also borne out by Staff. However, we do {
1 23|l question several expense items which appear in these cases.
A 24 In its applicarioxé. Conselidated has allowed fcor iccame taxes peid at
25 )} the corporate income tax rate. Comsolidated maintains thst this is proper.
v _26 Staff, on the other hand, hass proposed two altermatives because of the fact
» 27 | that Comnsolidated is & partnership and the partnership entity itself does nov
; 1-38l pay any income taxes. It is merely a reporting emtity regerding income paid é
i
: -3 - Decision No.J J £ 3 ¥
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i E-1009-86~217
11l BY THE COMMISSION:
2 On September 5, 1985, Consolidated Water Utilities, Ltd., ("Consolidsted” %
31l or "Applicant™) a part’neiship. filed two applications with the Arizons
41 Corporation Commission ("Commission™) requesting hearings repsrding its Parker |
Sit ("Parker™) and Circle City ("Circle City™) systems to determine the Yfair
6l value"™ of their pfoperty for rate-making purposes, to fix a just and
" 7|l reasonable rate of return thereon, and thereafter, to approve tate schedules
81|l designed to produce said returns. On December 22, 1986, Consolidated filed &
9v third application on behalf of its Palm Springs ("Palm Springs”™) sysfen agaiﬂ.-
10|l requesting 2 hearing to determine the ™fair valuwe® of its property for |
11|} rate-making purposes, to fix & just and reasonable rate of return thereomn, and
12 th'ereafier. to approve' rate schedules to produce said return for that
13| system.l Richard L. Taylor requested intervention in the case involving the
14 Paln; Springs applicetion and was granted intervention onm March 24, 1987, ©On
1511 March 6, 1987, Consolidated mailed a copy. of the Commission®s Notice of
16| Hearing by first class U.S. mail to each of its customers of record inm the
17| Parker and Palm Springs systems regarding the hesring that wass scheduled in
18§ Phoenix at the Commission's offices on April 7, 1987. On Merch 17, 1987, the
194l Applicant also notified its customers of record by first class U.S. mail im
201 the Circle City system of the pénc_ling hearing scheduled for April 7, 1%87.
21 On April 6, 198/, public cémment was taken in Parker, Arizoma, in
22 ]| response to numerous protests regarding the proposed rete increase by the
23 || Applicant. me Chairman and other Commissioners were in attendance, 88 were
24 || representatives of the Applicant. On April 7, 1987, the hearing was counvesed
25 h at the Commission's offices in Phoenix before a duly uuthorized Hearimg 5
26
271 1. Consolidated is a partnership which owns all three systems. A separate
docket number was applied to each application, but the three cases were
28 " consolidated by a Procedural Order on February 25, 1987.
~2- Decision No. 4 9 ¢ J?‘i

B~ 10008621




© @ 2 O o b e N M

O N A I ™ T ™ S W W
RS I R L L I S T

19
20
21
A
22
23|

1 24
25
26
27

‘ B L BB 26
E-1009-86-217

to its partners. Due to the Tax Reform Act of 1986, Staff recommended what it
‘ \
believes is the appropriate income tax rate to be used by easch of the

individual systems controlled by Consolideted. Staff hae recommended that the'

‘income tax rate for an unmarried individual taxpayer be used because Applicant

is a partnership. Alternatively, Staff, recommended that the corporate tax i

rates be utilized in what is referred to as the Stafi alternetre in regards to
Staff's proposed rates. The Commission disagrees with the arguments proposed
by the Applicant and Staff. In our apalysis. .we cannot rationally allow
expenses for income taxes in any form which are not _actqally paid by the
operating entity that controls the water utilities. In. this case, Consolidated

will pay no taxes on the income which it generates from the rates which are

authorized hereinafter. Therefore, we shall not allow any income tax exponaé,

to be charged to its rate payers.
Another expense item which we wish to examine is that of the rate csaee

expense, which Consolidated and the Staff have amortized over a two year

period, In our opinion, the two-year amortization period is unreasonable. &

review of the Applicant's last rate cases for each of the three systems
illustrates that these utilities have not sought an increase since 1982.1

Based on this pattern, we find that rate case expense should be amortized over

a four-year period rather than a two-year period as chosen by both Staff and

the Applicant.
We also find that the inclusion of Well No, 3 in rate base for the Palm
Springs system is improper because it is not used and useful. As & result,

plant should be reduced by $48,80%, as recommended by Staff, and $2,440 in

1. Consolidsted's Parker system was last authorized to increase its rates im
Decision No. 53306 (December 1, 1982); Palm Springs system in Decision No.
52092 (April 24, 1981); and the Circle City system in Decision Neo, 50232
{December 7, 1979).

Decision No. ﬁ § ¥ 22'

K-1009-86-382
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. circumstances presented in these cases, we have decided to adopt Staff's

- with the Commission on beralf of its Apache Juncticz system requestimg the

3 009 86~ 255 |
‘ §-1009- 86-437 '
depreciastion expense should be dizall owed.

In counsidering these three separate applications, . it is our opinion thet
the operations of all three systems must be considered together in arriving st

a rate of return for the partnership entity which owns and operates the public

water utilities. Although each system must be examined separately in terms of |

ite revenues and operating expenses, the overall picture muet be considered in}

getting a reasonable and just rate of return for the partnership. Under the

recommended rates, as adjusted herein, which provide for Congolidated to earm |

a 9,142 percent rate of return on total Faif Value Rate Basge.
* * * * * * * * * *
Having comsidered the entire record herein and being fully adviged in thel
premises, the Commission finds, concludes, and orders that:

FINDINGS OF PACT

1. Consolidated is & partnership engaged in providing weter for public i
purposes in various parts of La Paz County, Pinal County, and Maricope County,

Arizona, pursuant to authority granted by this Commission.

2. On September 5, 1986, Consolidated filed applicatioms with the

Commission for its Parker and Circle City systems requesting the Commrisgion to

determine the "fair value” of their property for rate-msking purposes, to £ix |
e just and reasonable rate of return thereon, and to establish end appmb

rate schedules designed to produce said return. :

i
3. On December 22, 1986, Consclidsted filed an additional applicatiem

Commission to determine the "fair value™ of its property for rate-making
purposes, to fim a just and ressonable rate of return thereon, amd to

establish and approve rate schedules designed to produce said return.

4, Notice of the proposed rate increases was givem to Comnsel idated's

R-1009-86-2t7 |

o
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custamers in its Parker and Palm Springs systems on March 6, 1987, suéd in its

E—lﬁﬁ’*“-ﬁ?

Circle City system on March 17, 1987, by first class U.S, mail.

5. Consolidated’s Test Year (®TY") ended December 31, 1985, provided
its Palm Springs Division with $155,361 in vperating income; Parker with &
$129,484 operating loss; and its Circle City system with an operating loss of
§23,020, resulting in total operating income of $2,857 for the TY.

6. Consolidated had a total Original Cost Rate Base ("OCKB™) of
$3,344,925; a total Reconstructed Rate Base ("RCRB"™) of $4,398,216; and &
total Fair Value Rate Base ("FVRB™) of $3,871,571 as of the end of the TY.

7. The Palm Springs Divigion received its last persanent rate increase

fin Decision No. 52092 (April 24, 1981}, which Decision authorized the

Following rate effective with May 1, 198l usage:

ONTHLY USAGE CMARGE: Present
{Includes no water) ' Rates
/8 x 3/4% Meter $ 10.00
3/4" Meter ] —
1" Meter 25 .00
1 1/2% Neter 50.00
2" Meter 100 .00
37 Meter 100.00
4" Meter 100 .00
5" Meter —
6" Meter 100.00

fire Hydrant - per month 5.00

Hxcess Gallonage Charge
ler 1,000 Gallons 3.54

WERVICE LINE AND METER INSTALLATION CRARGES:
[Refundable pursuant to A.A.C., Rl4-2-405)

/8 x 3/4" Meter $100.00
3/ 4% Meter 120.00
1" Meter 160,00
1 1/2% Meter 300.00
2" Meter 400 .00
-f - ~

Decision Noew & §+ 3%
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SERVICE QIARGES:

_ Establishment § 10,00
Deposit . , *

* TPutrsuant to A.A.C, R14-2-403(B).
8. In ite application for Pelm Springs, Consol idated requested
Commission authorization to incresse its rates for water service, to whioh

Staff proposed two alternatives due to the income tax question as follows:

MONTHLY USAGE CHARGE: ~PROPOSED. BATES e
Compa Staff £ tevunte
PR efieTduar  (Corpotate
, _ tax rate’ tax rate)
" 5/8 x 3/4Y Meter » ) $ 10.50 $ 10.50 $ 18,50
3 3/ 4% Meter 22,00 22.0¢ : 22.60
1" Meter 26 .50 26 .50 26 .50
1 1/2" Mater 55 .80 55.00 55..00
2% Meter , 110.00 116.00 116 .60
3% Meter 150.60 150.00 150.00
4" Meter 200030 m.w m.%
59 Meter : - — N
6" Mater . 350.00 350 .00 350 .00

——

Gallons in Minimum - -0- -0~ -0~
l Fire Hydrant - per month 7.00 7 .60 7 .00
Excess Gallonage - per 1,000 3.94 3.88

| SERVICE LINE AND METER INSTALLATION CHARGES: See Note 1.
| {Refundabie pursuant to A,A.C. R14-2-405)

5/8 2 3/4" Meter $175.00 $175.00 $175.0¢
© 3/4" Meter 185.00 185.00 18500
1" Meter 225.00 225.00 225.00

'1/2% Metrer 415 .00 475 .00 &5.00

2% Meter ‘558,00 550 .00 5568

3" Meter Cogt Cost Cost

4" Meter Cone Cast Cot

5% Heter : Cost Coat ot

6" Meter : Cost Cost Cast




| SERVICE CHARGES:

l,
ol Establishment $ 25.00 $ 25.00 - § 25.00
Bstablistment (After Hours) 25 .00 25.00 25.80
3 [ Reconnect (Delinguent) See Note 2. 25.00 25.00 25.60
: Heter Test (1f Correct) See Note 3. 15.00 : 15.00 15 .00
4|l (5/8 = 3/4" Meter)
i Deposit * * *
5 i Deposit Interest * * *
% Re-Establ ishment (Within 12 Montha)  #% *k b
11 Deferred Payment —— . -
7l Meter Re-Read (1f Correct)- . 10.00 10.00 10.00
i '
8. * Pursuant to A.A.C. R1A-2-403(B}.
s L Number of monthe off gystem times the meonthly minimum.
s Note 1. Pevement cutting or road boring &t actual cost.
10

_ Note 2. Consolidated has requested that in the event the delinguent
11|l customer or a member of his/her household requests eervice at the game address
within the 12-month period following disconnection for delinguescy, the .
12l vtilicty shell require payment of the $25.00 delinmquent vecommect fee plus 8§
guarantee deposit plus any unpaid delinquent amount plus (the minimwum charge
13§l times the number of months between discosnection and recommection).

14 Note 3.. Other' meter sizes and bench tests will be st sctusl cost.
15 | 9.  Staff hes also recommended that Consolidated file a schedule for
lﬁf the collection of any proportionste sghere of swy privilege, sale, or use taa |

17 | pursusnt to A.C.C. R14-2-409(D)(5) for all three systems.
18k 10. Parker received its last permanent rate increase im Decisiomn W
10l 53306 (December 1. 19€2), which Decision authorized the follewimg rates

20 effective with December 1, 1982 usage :

o1 | MONTHLY USAGE CHARGE: Present
Tincludes 2,000 Gallons) Rates

5/8 x 3/4" Metet § 10.50

23 3/4% Meter -
17 Meter . 15.00
24 1 1/2% Metrer 25,00
2" Meter 50.00

Fire Hydraant ~ per month 7.00

Excess Gallonage Charge
5o |t per 1,000 Gallons 2.20

-~ 8- Decision No,

L RE B T TN P E T e



e

R

R

N MR P A R T T

e 00 At et i

1]l SERVICE LINE AND METER INSTALLATION @!*&RGES:
{Refundable pursuant to A.A.C. Rl4-2-405)
2
5/8 x 3/4" Meter $100.00
3 3/4" Meter 120.00
1" Meter 160.00
4 1 1/2%" Meter 300.00
2" Meter 370.00 K
5 o
SERVICE CHARGES: i
6 .
Establ ishment $ 10.00
71l Establishment (After Hours) 25.00
Reconnection (Delinquent) 10.00
8|| Meter Test (If Correct) . 15.00
{5/8 x 3/4%" Mater) See Note 1. :
9|l Deposit *
Deposit Interest *
10 I Re-Establishment (Within 12 Months) %%
_ NSF Check - 10.00
11} Deferred Payment » —
Meter Re-Read (If Correct) 10.00
12
*  Pyrsguant to A.A.C. R14-2-403(8),
13 ** Minimum monthly charge less value of water included in minimum for
1 each month or fraction thereof.
4
15 Note 1. All other sizes and bench tests requived will be at actusl cost, t
16 11. Consolidated with its September 5, 1986, applicstion for Parker }
17 requested the Commission's authorization to increase its rates for water
service, to which Staff proposed two &ltermatives due to the incame m
18 ]
’ question, as follows:
19 |
MONTHLY USAGE CHARGE: o e e e e PROPOSED  RATES~ e e e
20 Staff
Company Stuff A tersate
21 (Individual {Corpornte
_ tax rete) tax rete)
22|l 5/8 x 3/4" Meter $ 15,00 $ 14.75 $ 14,75
3/ 4" Meter 22.00 20.00 20.00
23| 1" Meter 27 .00 22 .00 22.00
1 1/2% Meter 48.00 12.00 12.00
24 2" Meter 100.00 75.00 75.00
3¥ Meter 125.00 100.00 100.00
25 4" Meter 175.00 125.00 125.06
6" Meter 225.00 175.00 175.00
26
Gallong in Minimum o 1,000 1,000
27
28 |
-
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| Fire Hydrant - per month 7.00 7.00

Escess Gallonage - per 1,000 gellons 4.40 31,93

. SERVICE LINE AND METER INSTALLATION CHARCES: See Note 1.
' (Refundable pursuant to A.A.C. Rl14-2~405) :

&/ 8 x 3/4" Meter $175.00 $175.00 $175.00
"3/4% Meter 185.00 185.00 - 185.00
1" Meter 225.00 225.00 225.08
1 /2" Meter 475 .00 475 .00 475 .00
2" Meter 550.00 55%0.00 556.00
3" Meter _ Cost Copt Cost

SERVICE CHARGES:

Establishment $ 25.00 $ 25.00 $ 25.00
Estsblishment (After Hours) 25.00 25,00 25.09

. Recomnect (Pelinquent) See Note 2. 25,00 25,00 25.00

Meter Test (If Correct) See Note 3. Ib.DO 15.00 15.00
(5/8 x 3/4" Meter)
Deposit . . * ’ * *

| Deposit Interest ‘ * * ®

Re-Establ iskment (Within 12 Months) kK | xE ok
NSF Check : 15 .00 _ 15.00 - 15.00
Pieter Re-Read (If Correct) ' 10.00 10.00 10.00

* Pursuant to ACA.C. RL4-2~403(B). . »
Ld g Number of months off system times the monthly minimum.

Note 1. Road crossing invelving cutting or boring at cost.

Note 2. Consclidated has requested that in the evemt the delinguent
customer or & member of his/her household reguest service at the seme address:
within the 12-month period following discomnnection £or- éelmmncy. e ;
utilities shall require payment of the $25.00 delinguent recomnect fee plus &

guaranteed deposit plus any unpaid delinquent amount plus (the miniwmm chutgs |
time the number of months bemeen d:.sconnectiox:x and reconnection).

Note 3. Other meter sizes and bench tests at actual cost.
12, Circle City received its last permanent rate increase im beeﬁx&w i
No. 50232 (September 7, 1979), which Decision authorized the following retes |

effective with September 1, 1979 usege:

| MONTHLY USAGE CHARGE: Present
i (Includes 4,000 Gsllons Rates
I for 5/8 x 3/4" Meters and

5,000 Gellons of meters larger than 1%)

. 5/8 x 3/4" Meter $ 7.00
’ 1 1/2" Meter . 55.00
29" Mater ‘ S5.00

=10~ ' Decistom Wo,




Excess Gallonage Charge
per 1,000 Gallons

»99

SERVICE LINE AND METER INSTALLATION CHARGES:

5/8 x 3/4" Meter

3/4" Meter

1" Meter
1 1/2" Meter
2" Meter

SERVICE CHARGES:
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Reconnection (Delinquent)
Deposit

Deposit Interest
Re-Establishment (Within 12 Monthg) #%
Meter Re-Read (I1f Correct)

TRefundable pursuant to A.A.C. Rl&4-2-405)

$100.00
120.00
160.00
300.00
400 .00

* Pursuant to A.A.C. R14-2-403(B).
*+ Number of months off the system times the monthly mimimum.

13. On September 5, 1386, Consclidsted filed an applicatvion for Circle

MONTHLY USAGE CHARGE:

B
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5/8 x 3/4" Meter

3/4% Meter

1Y Meter
1 1/2" Meter
2" Meter
3" Meter
4" Mater
6" Meter

Fire Hydrant - per month

Excess Gallonage - per 1,000

Minimum

which Staff proposed two alternatives as follows:

———— PROPOSED RATES- -~ —————

Company

$ 15.00
22.00
35.00
75.00
150.00

175.00
200.00
250.00

2,000
7.00

2.95

11~

Staff

$10.7%

22.00
35.00
75.00
100.00
125.00
150.00

175.00

2,000
7.00

1.95

Decigion No. 9 5 F

i

E-100

City requesting authorization to increase its rates for water service,

Staff

Al termate

$ 9.25

22.00
35.00
75.00
90.00
125.00
150.00
175.00

2,000
?.eo

1.35

19-86-217




SERVICE LINE AND METER INSTALLATION CHARGES: See Note 1.
|| TRefundable pursuant to A.A, C. 10 4-2~4035)

5/8 x 3/4" Meter $175.,00 $175.00
"3/ 4" Meter 185.00 18.00
1" Meter : - 228,00 225.00
1 1/2" Mster 475 .00 7% .00
CA" Meter 550,00 550.00

3" Meter Coat Copt

4" Meter ' Cast Cost

6" Meter Cost Cost

 SERVICE CHARGES:

Establ ishment $ 25,00
i Egtablighment (After Hours) 25 .00
Reconnect (Delinguent) See Note 2. 25,00
Meter Test (If Correct) See Note 3. 15.00
{(5/8 x 3/4" Merer)
| Deposit * * *
Deposit Interest ' o B *
Re~Establ ishment (Within 12 Monthg) %% wh ]

NSF Check _ 15 .00 15.00 15 .00
Meter Re-Read (If Correct) 10,00 16.00 10.09

* ‘Pursuant to AA.C. RI4-2-403(B).
Ld Number of months off system times the monthly miniesm.

Note 1. Road crossing irvolving cutting or boring at cost.

Note 2. In the event the delinguent customer or & member of h’wl'hlt;
houseéhold request gervice at the gamé address within the LZ2-month peniod
| following disconnection for delinquency, the utilities shell requive paymemt
| of the $25.00 delinquent reconnect fee plus a guaranteed deposit plus amy

unpsid delinquent amount plus (the minimumm charge time the vumber of wmomthe
between disconnection and recomnection). :

Note 3, Other meter sizes and bench tests at acztuel cost.

14, Comsoclidated's proposed rates for the three systeams would produce |
total revenues of §$1,798,327 and total operating expemses of $1.305,29%, |
-resulting in o'perating incame for the TY of 5493 ,074.

‘15. Consol ideted's proposed rates for ite three systems would reeult ia
a 12.74% rate of return on toral FVEB,

16, Since the Applicant has mot sought rate relief for amy of its three

| systemeé in more than four years, it is improper to sportize the rete camm

&panse over & period of twoe yeare as proposed by both the App)icawt swnd

=} 3= Decision ¥o. &




Staff, it should be amortized over s period of four yeats,

17. As we stated earlier, we believe that it is necessary to make an

adjustment to the rate base of the Palm Springs' system by removing $48, 809
representing the value of Well No. 3 which Staff has found not used and
uéeful. which reduces the Palm Springs' original cost plant from $3,501,190 to
$3,452,381.3

18. It is improper to impute any income tax. expense for the three

systems since Consolidated is a partnership and, accordingly, we have not |

P I L R T

considered these expenges in arriving‘ at fai.r_ and reasonable rates,

10 ig. Staff's proposed»" rates and charges for the Applicant's three
11|l systems would produce $1,659,081 in total operating revenues and $1,305,253 in
12§ total operating expenses after our adjustments, resulting in $353,828 in total
13 || operating income for the TY. |

14 20. The Fair Value Rate Base of the three water utilities systems is
15 || determined to be as follows: Palm Springs $2,372,086; Parker $1,300,590; and
16|l Circle City $198,895. resulting in a to;'al FVRB of $3,871,571, }
17 21. During the TY, Consolidated had a2 total of 3,246 custopers.®

 18 22, According to Staff, Consolidated's propcsed rates for ite Palm
19 Il Springs system would result in & 9.2 percent increase for its average users,

50 || while Staff's proposed rates would result in an 8 percent increase for the

21 || average user; in the Parker system, the Applicant's proposed rates would caume

oo |l the rates of an average user to incresse by 119.5 percent while Staff's

23 }'propoéed rates would cause an increase cof 78.1 percent; and in Circle City the

24 lApplicamt's proposed rates woulé cause the rates of ar Zverage user t¢

25

e S

26 H 3. An adjustment would also be required to the TY depreciation expense in
the amount of $2,440 (548,809 x .05),

s

27
4. Palm Springs had 1,594 customers; Parker 1,543 custamers; and Circle City

o8 [t 109 customers.
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increase by 198.3 percent and Staff's proposed retes wot_ﬂd cauge an
increase of 103.4 percent.

23. A fair and ressonable rate of return on Consolidated's total WKB
for Aits three systems is 9.14 percent after our adjustments as previcusly
described herein.

24, The rates asuthorized herein below are designed to produce a 9.14&

percent rate of return on Consolidasted total FVRB.

CONCGLUSIORS QI L&W

1. Lonsolidated's Pelm Springs, Parker, and Circle City water Eysteéw
are public‘s_ervice corporations within the meaning of Article XV of the
Arizona Constitution and A.R.S. §§ 40-250 and 40-251.

2. The Commission has jurisdiction ower Qon&olidated and each of ite
three gystems and of the subject matter of the applications.

3. ‘ Notice of Comsolidated's applications and proposed tariffs was
given in the manner pteséribed by law.

4. The rates and charges proposed by Applicant for Palg Springs,
Parker, and Circle City. are not just and reasonable.

5. "The increase in water rates and cherges as are authorized
hereinafter are just and reasonable and should be approved by the Cosmission

pursuant to A.R.S. § 40-250.

ORDER

IT IS THEREFORE ORDERED that the Palm Springs system of Consolideted
Water Utilities, Ltd., be, and the sawe iz, authorized and direcred to file

the following amended scheduie of rates and charges:




MONTHLY USAGE CHARGE:
{inzludes no water)

5/8 % 3/4%® Meter $ 10.50
3/4% Meter 22.00
1" Meter 26 .50
1 1/2% Mater 55,00
. 2% Heter 110,00
3% Meter 150.00
4% Meter 200.00
59 Meter —
6" Metar 350.00

Fire Hydrant - per month 7.00

Excess Gallonage Charge
per 1,000 Gallons - § 3.88

SERVICE LINE AND METER INSTALLATION CHARGES:
{Refundable pursuant 10 A.A. C. B 4-2-405)

5/8 x 3/4" Meter £175.00
3/4" Meter 185,00
1" Meter 225.00
1 1/2% Meter : 475,00
2% Meter 550.00
3" Heter : Cost
4" Meter Cost
5" Meter Cost
6" Meter Cost

Road Crossing involving cutting or boring &t actuasl cost,.

SERVICE CHARGES:

Egtabl ishment $ 25.00

I Betablishment (After Hours) 25 .00
Recomnect (Delinquent) - 25.00
Meter Test (If Correct) * 15.00

1 (5/8" x 3/4" meter)

214 Deposit "k

| Depogit Interest bl
Re-Egtabl ighment (Within 12 Months) #w#
RSF Check 15.00
Deferred Payment -
Meter Re~Read (If Correct) 1¢.00

* Other meter sizes and bench tests will he at asctual ocost. 3
*o% Pursuant to A.A.C. REG-2-403(B}. ’
feded Number of months off systee times the monthly minimos.

IT I8 FURTHER ORDERED that the Parhker system of Coasolidstred Vster

Utilities, Ltd.,, be, and the amse isg, authovized and direcved vo £ile vhe

Decision lo, 5




folloving smended schedule of rates and charges:
| MONTHLY USAGE CHARGE:
. Tincludes 1,000 Gallons)

L 5/8 x 3/4" Meter - § 14.75
3/4% Meter 20.00
1* Meter 22.00

1 1/2" Meter 32,00
2" Meter 75.00°

3" Mpter 160 .00

4" Maeter ' 125.00

6% Metetr : 175,00

Fire Hydrant - per month 7.00 -

Exceass Callonage - per 1,000 5 3.9
gellons -

O m O en & G D

SERVICE LINE ARD METERvINSTALLAEION-C@éﬂGES:
{Refundable pursuant to A A.C., Rl4-2-4p5)

bt
O

i
-

5/8 x 3/4" Meter , 8175.00
3/4™ Meter - . 185.00
1% Meter . 225,00
1 1/2% Meter 475 .00
2" Meter ' 550.00
3" Meter or larger Cost

I
KO X T

Road cromsing involving curting or boring at acutal cost.

-
wn

| SERVICE CHARGES:

W
P

| Egtabl ishment : $ 25.00
| Esteblishment (After Hours) 25.00
Reconnect (Delinquent) 25.00
[ Meter Test (If Correct) ¥ ' 15.00

{5/8 x 3/4" Meter) '

Deposit ek
{ Deposit Intereet i
' Re~Establishment (Within 12 Monthe) %

NSF Check 15.00

Meter Re~Read (If Correct) 10.00

RO W R
N OH O W o -3

* Other meter sizes and bench tests at actual cost.
ks Pursuant to A A.C. R14-2-403(B).
fekk Number of months off system times the monthly minisum.

I
s

IT IS FURTHER CRDERED that the Circle City system of Comsclidated Weter f

i
L]

Utilities, Ltd., be, and the seme is, authorized and directed to file the

o
o

following amended schedule of rates and charges:

n
~2
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5/8 x 3/4% Mete.r' $ 10.75
3/4% Meter _ 22.00

1" Meter 35.00

1 1/2" Meter 75.00

2" Meter ' 100.00

3" Mpter _ 125.00

4% Meter 150.00

" 6% Mpter - 175.00

Fire Hydrant 7.00
Excess charge per 1.000 Galions § 1.95

SERVICE LINE AND MKTER INSTALLATION CHARGES:
(Rafundnble pursuant to A.A.C, Bli-i~&05)

5/8 x 3/4™ Meter ~ $175.00
3/4" Mever 185,00 .
i 1" Meter 225.00
1 1/2" Meter 475,00
2% Meter 550.00
3% Mater. o Gost
4" Meter Cost
6" Meter Cogt

Road crossing involving cutting or boring st ecutal cost.

| SERVICE CHARGES:

i Eatabl ishment

Establ ishment (After Hours)
Reconnection (Delinquent)
Meter Test. (If Correct) %
(5/8 x 3/4" Meter)

.Deposit o
.Deposit interest %

Be-Egtablishment {(Within 12 Monthg)} ®&x
NS¥ Check . 15.00
Meter Re-Read (If Correct) 10.00

* Other meter sizes and bench tests at actual cost.
*% Pursuant to A.A.C. R1&-2-403(E}.
%%  Number of months off the system times the gonthly minizum.

IT IS FURTHER ORDERED that the Palm Springs, Parker, asnd Circle Civy

systems of Consolidated Weter Utilities, Ltd., file schedules for m'

collection of any proportionate share of any privelege, sales, or use vam

pursuant to A.A,C. R14-2-809(D}(5).




IT IS FURTHER ORDERED that ssid rates and charges shell be effective for
all service provided on or after January 1, 1988,
IT FURTHER ORDERED that the Palm Springs, Parker, amd Circie City systime

of Consolidated Water Utilities, Ltd., shall notify each of their custowers by

bmeans of ingert in the next regulaf mont:hiy billing of the approved zates amd [

charges and the effective date of same.
IT IS FURTHER ORDERED that this Decision shall become effectiwe
inmediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.
‘ N
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IN WITHESS HMEOF, 1. 1" ;

Secretary of “the-Arizone Corpovation

have hereunto set ay hand and caused the off

seal of this Cosmission to be cﬁiimd Bt
"‘ tol. lﬂ the cit'y d mm;. iﬁiﬁ

curive Secretary




